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On March 11, Treasury Minister Rudolf Hommes announced plans to increase the value added tax
(IVA) and gasoline sales tax. Revenue from the tax hikes is expected to surpass US$800 million. If
approved by the national congress, the IVA would be raised from 12% to 18%, and be extended to all
private professional activities. Next, the gasoline tax would be increased to 27% in 1992, and raised
in a gradual fashion to 35% by 1996. The tax package includes continuity of a "war tax" to absorb
costs of the guerrilla war paid by businesses over a 10-year period, a special income tax contribution;
and, prison terms for persons guilty of tax evasion. The new government intiative would reduce tax
on imported cigarettes from 100% to 45%, and on liquor imports, 75% to 40%. Hommes said this
measure aims at reducing contraband as well as increasing revenue. According to Hommes, more
tax revenue is necessary in order to finance additional social welfare obligations as specified in the
new constitution, including hospital care for infants (birth to one year), and government-provided
primary and secondary education for all citizens. Moreover, said Hommes, the government hopes
to realize a 1% to 2% fiscal surplus. The minister pointed out that the government will lose about US
$512 million per year in revenue result of trade liberalization elimination or reduction of customs
fees. (Basic data from Agence France-Presse, 03/11/92)
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